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COMIFPTIROLLER GENERAL OF THE UNITED STATES

WASHINGTON, D.C, 2354%

CED 0-156 M e S Hareh 3, 13
k') r":;n"?”
- * : ,"
. ' ' RRELIY
The Honorable William H, Harsha 9 en
Ranking Minority Hember, Committece o Hea

on Public Works and Transportation e,
House of Representatives

bear Mr. Harsha:

This is to advise you of our concerns over certain
requirements provided for in the proposed Algport and Air-
way System Development Act (Senate bill 1648) and to request
your support in any actions you or the Committee may take
to amend the Airport and Airway Development Act of 1970.

1NDEPENDENT AUDIT OF GRANTS

Subscction 20(c) of the Senate bill would' continue
the requirements now previded for in subsection 26(c) of
the Airport and Airway Development Act oX 1970 (49 v.S.C,
1726(c)) which requires (1) grant recipients to. file with
the Comptroller General copies of any independent audit
reports relating to the use of grant proceeds, and (2)
the Comptroller General to report to Congress on the con-
tents of these audit reports,

i Our experience to date with subsection 26 c) of the
Kirport and Alrway Development Act leads us to: believe
that this subsection should be repealed and therefore we
are opposed to subsection 20(c) of the Senate bil]., e
have yet to receive any independent.audit reportslon the
use of grant proceeds., However, this is not suLp\ising
as we arce not avare of any specific reauirements t \at
require dgrant recipients to obtain audits of the ndture
referred, to in subsection 26(c) of the act. If. addition,
the Federal Aviation Administration (FAW) has auvis@d us
that neither its cecords nor its audit efforts have'dis~
closed! that grant’\rocipients have arranged for indepéndent
audits of grant proceeds. Grant reecipients recally have no
neced for independent audits of this nature as FAA or its
deuignatod countractors audit the disposition of grant
proceeds.

\ W

AUV



b -
wrhy !

| . U W \ A 1

B-197791)
CLD 0-1%6

i . Y
REPORTING CN THE AVAILABILITY OF
FUNDS FEO“ NON-FEDERAL, SOURCES

SuLsecLlon 20(e)(1) of the Senate bill would require
grant recipients at commerclal service airports leocated in
air traffic hubs to document to the Comptroller General
that adequate funding for airport development projects was
not available from sources other than [Federal essistance,
This subsection would empower the Comptroller General to
prescribe the manner and form of such documentation, but
as a minimum, this documentation must contain & statement
of assets, liabilities, capital and surplus or deficit; a
statement of surplus or deficit analysis; and a atatement
of sources and application of funds., Also each year, the
Comptroller General would be required to provi“?e a'copy of
such dociimentation to the Congress along with a report con-
taining {ny comments, information, or recommendations. on
the operations and financial condition of grant reccipients,
Suhsectinn 20(e) (2) would require the Comptroller General
to 'develdp a standard accounting system for grant recipients
within 1€0 days of the bill's enactment Lo ensure Lthe com-
patibilitv of the documentation required by subsection
20(e)(1)., These provisions werc apparently added to the
bill to aid the Congress in determining whether adiditional
alrports, similar to those identified in subsection 23(a)
and (b), should be defederalized--that is made ineligible
for Federal airport development grants--when the proposed
act explres on September 30, 1985,

- Subsection 20(e)(l) and (2) if enacted would have a
substantial impact on grant recipients and our Office,
Firet, it appears that a large number of airports would be
recutred to provide documentation. For example, there are
about 550,,air carrier airports, excluding those to be de-
federalizgd, and over 130 commuter service airports. Many
of them would be eligible for grants each year under the
diatribution formulas provided for in subsection 8(b) of the
bill because of the number of passengers enplaned at these
alrports anv therefore subject each year to the documenta-
tion requiraments that would be imposed by subsection
20(e)(l). 17The repetitive nature of this documentation over
the 5~year life of the proposed act alone could be considered
excessive/redundant and an unnecessary burden to grant
recipients,
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We believa that many of the grant recipienpts will
be able to meet the minimun documentation requiremente
set forth in subsection 20(e)(1) without puch difficulty.
Most grant reciplente are under the jurisdiction of a
municipal (State, county ar local) goverhment and there-
fore they gecnerally preparge statements on their airport
operations compatible to the minimum documentation re-
gquirements to satisfy the governing jurisdiction's needs.

Regarding the establishment of accounting standaraa to
meat these minimum documentation requirements, we understand
that the American Institute of Certified Public Accountants
(AICPA) is currently developing for airports detailed re-
porting requirements for assets, liabilities and fund bal-
ances; operations; and changes in f£inancial position. A
pronouncement from the: AICPA is due to be issued in the near
future. Until this pronouncement is issued and the details
of the reporting requirements known, our Office would prefer
not to get involved injthe development of standards in order
te avoid needless dupllcatiun. /Also in the past, this Office
has not developed repoj)ting requirements (accounting stand-
ards) for general purpose fipanclel statements for organi-
zations in the private sector. This responsibility has been
the province of the Financial Accounting Standards Board, the
AICPA, the llaticnal Council of Governmental Accounting, or
other bodies.

Besides the minimumn documentation Lequirements, we
believe additional information will be nceded to documer:t
that adequate, funding was not available froin oxher gources.
This information would include, but would not necessarily
be limited to, the following: borrowing authority of the
grant recipient, including any limits, and the status of
its current borrowings; thée reclpient's authority'and ef-
forts to obtain funds from the local government responsible
for the. airport; and extensive and . detailed information not
available from the financial statements to evaluate.whether
the airpbrt was operated economically and efficiently to
maximize: airport revenues and minisilize costs. Certalnly
these additional documerntation requirements will be time
consuming and contly to grant recipients,

Substantial) additional staff resources would be
needed by our Office to carcy out the requirements «.. sub-
section 20(e)(l) considering the number of grant recipients
that could be involved and the amount of documentation
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required. Existing resources' could not be reallocated
without leaving important review arcas uncovered, thus
impairing our ability to effectively serve the Congress.

In the past, when specific information nceds have
existed beyond that available from general purpose finan-
cial statements, usually the Federal grantor agency and
not our Office would delineate what special purpose re-
ports or ducumentation was needed from grant recipients,
In this way, we could naintain our role as an independent
audit agepcy and review as needed (1) the adequacy and

accuracy of any information contained in special reports

submitted by grant recipients or (2) audit reports pre-

pared by others on the grant recipient's operations,.
Further this type of role is consistent with the size of,
and resources available to, this Office.

Although FAA could be charged with specifying what

documentation should be required above the minimumg speci-
. fied in subsection 20{(e)(1l), an FAA study to identify

additional airports for defederalization could be a more
effeclive and efficient means to accomplish the intent of
subsection 20(e)(l) and (2). If such a study were under-
taken, we would of course be available to review FAA's
study efforts, '

STUDIES ON DEFEDERALIZED ATRPORTS

Section 26 of the Senate bill would require the Sec-
retaryv, of Transportation and the Comptroller General to
conduct separate studies to determine whether airports made
ineligible for Federal assistance under subscctions 23(a) or
23(b) of the bill could through renegotiation of rates
(landing fees) with air carriers or other means make up for
the lost Federal assistance. These studies also would con-
gider the advisability of repealing section 1113 of the
Federal Aviation Act of 1958 (49 U.S.C, 1513) to permit
such airports to impose a tax, fece, or head charge.

The requirement for separate studies by both the Secc-
retary and the Comptroller General jis a duplication of
effort and does not seem to be the bhest use of Federal
; resources. Further, concurrent studies by this Office and

- the Secretary of Transportation would result in constant
competition in obtaining needed information and records.
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This competition would have an adverse impact on those
required to provide needed information and records and
maha it difficult to complete the studies within the 9-
month time period provided by the bhill, Because of the
duplication and its adverse impacts, we believe we could
better assist the Congress by monitoring the scope,
methodology, and implementation of the Secretary's study,
As you are aware, we are always willing to work closely
with the Congress by responding to specific requests,

The studies provided in section 26 are intended to
provide a basis for seeking legislative relief should the
studies show that any defederalized airport was having
difficulty making up the lost Federal assistance., We
believe an alternative approach exists to address this
potential problem, For example, the Secretary of Trans-
portation could be provided with standby authority to
either grant defederalized airports authority to imposu
a tax, fee, or head charge or reinstate an airport's
eligibllity for Federal assistance should the Secretary
find that a defederalized airport was unable to replace
the Federal funds, This approach would not only eliminate
the need for the studies proposed in the Senate bill, as
each airport would be considered on a case by case basis,
but it would also eliminate the need for the Congress to
enact legislation later to provide needed relief, It also.
would be more consistent with our past recopmendation that
congress establish priorities and use them to distribute
Federal airport development grants to implement the Nation-
al Alrport System Plan,  considering among other things the
financial rescurces of airports. (See our report "Develop-
ing a National Airport Sycstem: Additional Congressional
Guidance Needed," CED-79-17, Apr. 17, 1979.)

L T B I

We are confident you will find our concerns over
the above requirements to be reasonable and trust that
you will support us in any actions you or the Committee
may take. i

We are sending similar letters to the Chairman of’
the full committee and the Chairman and the Ranking Minor-
ity Member of the Subcommittee on Aviation. Also we are
sending copies of this letter to the Chajlrman and the
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Ranking Minority Member ot the Senate Committee on Comrerce,
Science and Transportation; the Secretary of Transportation;
and the Administrator, Federal Aviation Administration,

Sincerely yours,

7 . A

Comptroller General
of the United States
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The Honorable Glenn M. Andtrson SEETYN
Chalirman, Subcommitteec on Aviation L.
Committee on Publiz Works and My

Transportation 7'“¢hw ..

House of Representatives
Dear ir. Chairman:

This is to advise you of our concerns over certain
requirements provided for in the proposed Airport and Alr-
way System Development Act (Senate bill 1648) and to request
your support in any actions vou or the Subcommittece may take
to amend the Airport and Airway Development Act of 1970.

INDEPEWDENT AUDIT CF GRANTS

Subsection 20{c) of the Senate bill would continue
the requirements now provided for in subsection 26(c) of
the Airport and Ajrway Development Act of 1970 (49 U.S.C.
1726(0)) which requires (1) grant recipients to file with
the Comptroller heneral coples of any independent audit
reports relating ' to the use of grant proceeds, and (2)
,the Comptroller General to report to Congress on the con-
‘ente of these audit reports,

our experience to date with subsection 26(c) of the
Alrport and Airway Development Act leads us to believe
that this subsection should be repealed and therefore we
are opposed to subsection 20!{c) of the Senate bill., We
have yet to receive any independent audit reports on the
use of grant proceeds, lowever, this is not surprising
as we are, not aware of any specific requirements that
require grant recipients to obtain audits of Lhe hature
referred to in subsection 26(c) of the act, Ik‘addition,
the Fednral Aviation Administration (FAA) has advised us
that neither its records nor its audit efforts have dis-
closed that grant recipients have arranged for independent
audits of grant proceeds. Grant recipients really have no
need for independent audits of tnis nature as FAA or its PRSI
designated contractors audit the disposition of grant N
proceeds, | b
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REPORTING ON THE AVAILABILITY OF
FUNDS FROM NOH-FEDERAL SOURCES

Subsection 20(e) (1) of the Senate bill would require
grant recipients at commercial service airports locatel in
alr traffic hubs to document to the Comptroller Genecral
that adequate funding for airport deveclopment projects was
not available from sources other than Federal assistance,
This subsection would empower the Comptroller General to
prescribe the manner and form of such documentation, but
ag a minlnvl, this documentation must contain a2 statement
of assets, 'iabilities, capital and surplus or deficit; a
statement orf surplus or deficit analysis; and a statement
of sources and application of funds, Also each year, the
Comptroller General would be required to provide a copy of

such documentation to the Congress along with a report con-

taining "any comments, information, or recommendations on

‘the: operations and financial condition of grant recipients.

subsection 20(e)(2) wculd require the Comptroller General

- to develop a standard accounting system for grant recipients
" within 180 days of the bill's ernactment to ensure the comn-

patibility of the'documentation required by subsection
20({e)(1l). These provisions were apparently/added to the
bill to ald the Congress in determining whother additional
airports, similar to those identifled in subsection 23(a)
and.(b), should be defederalized-~that is made inmeligible
for Federal airport development grants--wher the proposed
act expires on ﬂeptcmber 30, 19865,

Subsection 20(0)(1) and (2) if enacted would have a
substantlal impact on grant recipients and our Office,
First, it appears that a large number of airports would be
required to provide documentation. For example, there are
about 550 air carrier airports, exciuding those to be de-
federalized, and over 120 commuter service  airports, Many

of them would be eligible for gLants cach year under the

distribution formulas provided for in subscction 8(b) of the

bill because of the number of .passengers enplaned at these
alrports and therefore subject each year to the donumenta-

tion requirementy that would be imposed by subsection
20(e)()). The repetitive nature of this documentation over
the S5-year life of the proposed act alone could be cons:dered

excessive/redundant and an unnecessary burden to grant

-xecipients.
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We believe that many of the grant recipients’will
be able to meet the minimum documentation requirements
set forth in subsection 20(e)(l) without much diffiaulty,
Mont grant. recipients are under the jurisdiction of a
municipal (State, county or local) government and there- =
fure they generaily prepare statements on their airport L
operations compatible to the minimum documentation re-
quirements to satisly the governing jurisdiction's neceds, . A\

Regarding the establishment of accounting standards to
meet these minimum documentation requirements, we understand
that the American Institute of Certified Public Accountants
(AICPA) is currently developing for airporés detailed re-
porting reguirements for assets,..liabilities and fund bal-
-Apnces; operations; and changes in financial position., A
sronouncement from the AICPA is due to be issued in the near
future., Until this pronouncement is issued and the details
of the reporting requirements known, our Office would prefer
not to get involved in the development of standards in order
to avoid needless  duplication., Also in tue past, this Office
has not developer reporting requirements (accounting. stand-
ards) for general purpose financial statements for organi-
zations in the private sector. This responsibility has been
the province of the Financial Accounting Standards- Board, the
AICPA, the National Council of Governmental Accounting, or
other bodies. |

-~

Besides the minimum documentation requirements, we
believe additional information will be neecded to document
that adequate funding was not available from other. .sources,
This information would include, but.ijould not neceésarily
be linited to, the following: borrowing authority of the
grant recipient, including any limits, and the status of
its current borrowings; the recipient's authority and ef-
forts to obtain funds from the local government responsible N
for the airport; and extcnsive and detailed information not
available from the financial statements to evaluate whether
the airport was operated ecconomical i/ and efficiently to
maximize airport revenues and minimize costs. Certainly
these additional documentation requirements will be time
ronsuming and costly to grant recipients,

Substantial additional staff resources would he
needed by our'OZfice to carry out the requirements of sub-

section 20(e)(l) considering the number of grant recipients
that could be involved and the amount of documentation
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required, Existing resources could not be reallocated
without leaving important review areas ancovered, thus
impairing our ability to effectively scrve the Congress.

In the past, when specific information needs have
existed beyond that avallable from genearal ourpose finan-
cial statements, usually the Federal grantor agency and
not our Office would delineate vwhat special purposc ru-
ports or documentation was nceded from grant recipients,
In thls way, we could maintain our role as an ipdependent
avdit agency and review as needed (1) the adequacy and
accureacy of any information contained in special reports
submitted by grant rccipients or (2) audit reports pre-~
pared by others on the grant recipient's operations,
Further this type of role is consistent with the size of,
and resources availabhle to, this Office.

Although FAA could be charged withu specifying what
documentation should be required above the minimums speci-
, fied In subsection 20(e)(1l), an FAA study to identify
¢ additional alrports for defederalization could be a more
effective and efficient means to accomplish the intent of
subsection 20(e)(l) and (2). If Ruch a swudy were under-
talten, we would of course be available to ruview FAA's
study cEforts, 5

f )

STUDIES ON DBPBDBRALIZDD AIRPORTS

Section 26 of the fenate bill would recquire the Sern-
retary of Transportation and the Comptroller General to
conduct separate studies to determine whetliar alrports made
ineligible for Federal assistance under subsections 23(a) or
23(b) of the bill could through reonegotiation of rates
‘(landing fees) with air rarciers or other meidns make up for
the loet Federal assistance. These studies also would con-

. slder the advisability of repealiny section 1113 of the
! Federal Aviation Act of 1958 (49 U.S.C, 1513) to permit
such airports to impuse a tax, fee, or head charge,

- The requirement for separate studies by both the Sec-
¢t tetary and the Comptroller General is a duplication of -
effort and does not scem to.be the best uvse of Federal
resources. Further, concurrent studies by this 0ffice and
the Secretary of Transportation would res ;ult in constant
competition in obtaining neceded information and tre¢cords,
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This competition would ‘have an adverse impact on thOﬁﬁ
required to provide needed information and records anld
make it difficult to complete the studies within the 9-
month time period provided by the bill, Because of the
duplication and its adverse impacts, we helieve we could
better assist the Conqgress by mopnitoring the. Bcope,
methodology, and implementation of the Sucretary's study.
As you are aware, ve are always willing to vork closely
with the Congress by responding to specific requests,

The 'studies provided in section 26 are fntended to
provide a'basis.'’r senking legislative rfelief should the
studies show (' .any defederalized airport was having
difficulty maklng up the lost Federal assistance, We
believe an alternative approach exjists -to address this
potential problem. For example, the Secretary of Trans-
portation could be provided with stapdby authority to
either grant lefeceralized alrports authoritX to impose
a tax, fee, or head charge or reinstate an altport's
eligibility for Federal assigtance should the Secretary
find that a defederalized.airport was unable to replace
the Federal funds. This approach would not only eliminate

‘the need for the studies propoz«d in the Senate bill, as .

each. airpori’ would be consi“{ered on a case by case basis,
but it would also e;iminat Jthe need for the Congress to
enact legislat10p later to! rovide r.eeded rellef, It also
wonld be more consistent with our past recommendation that
congress esvablish priorities and use them to aisiibute
Federal{airporu development grahtb to implement the Nation-
al Alrport System ‘Plan, consider'ing among other things the
financial resources of alrports. (See our report "Develop-

ing a National Airport System: ) Additional Congressional
Guidancn Needed," CED-79-17, Apr. 17, 1979.) oo
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‘We are confident vou'will {lind our concerns over
the above requirements to be reasonable and trust fhat

. yolu will support us in any actions wou or the Subct

dittee may take. | ‘ S

We are sending a similar letter:to the Rankinq Hinor~-

ity Member of your Subcommittee. Also we are sending coples

of thin letter te the Chairman and the Ranking Minority
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Member of the Senate Committee on Commerce, Science and
Transportation; the Secretary of Transwortation; and the
Administrator, Federal Aviation Administraticn,

Sincerely yours,

vty 4 .- /7:/3&'3"

Comptroller General
of the United States
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The Honorable M. Gene Snyder - ‘ﬂanw
Ranking Minority Member, Subcommittece g

On Aviation

Committee on Public Works and
Transportation

llouse of Representatives

Dear Mr. Snyder:

This is to advise you of vur concerns over certain
requirements provided for in the proposed Airp&rr and Alr-
way System Development Act (Senate bill 1648) and to request
your support in any actions you or the Subcommittee may take
to amend the Airport and Airway Development Act of 1970.

INDEPENDENT AUDIT. OF GRANTS

[ ]

Subsection 20(c) of thk Senate bi’l would continue
the requirements now provided for, in subsection 26(c) of |
the Airport and Airway Development Act of 1970 (49 U.S.C.
1726(c)) which reaquires (1) grant\recipients to file with
the Comptroller Gereral copies of any independent audit
reports relating to the use of grant proceeds, and (2)
the Comptroller Geheral to report to Congress on the con-
tents of these audit reports.

Our experience to date with subsection 26(c) of the
Airport and Airwvay Development Ack leads us to believe
that this subsection should be tepealed and thetefore wve
are opposed to subsection 20(c) of the Senate bill., We
have yet to receive any independentiaudit reports on the
use of grant proceeds. However, this is not .surprising
as we are not aware of any specifit reglirements that
require grant reclipients to obtain auoits of the nature
referred to in subsection 26(c) of the act.. 1In addition,
the Federal\nviation Administration (FAA) has advised us
that neithtr its tecords nor its audit effotts have dis-
closed that grant recipients have arranged for independent
audits of grant proceeds. Grant reciplents really have no
need for independent audits of this nature as FAA or its
designated contractors audit the disposition of grant
proceads.
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REPORTING ON THE AVAILABILITY' OF
FUNDS FROHN NON-FEDERAL SOURCES

Subsection 20(e)}(1) of the Senate bill would require
grant recipients at commercial service airports locited in
alr traffic hubs to document to the Comptroller Genf2tal
that adequate funding for airport development projects was
not avallable from sources other than Federal assistance,
This subsection would empower the Comptroller Generul to
prescribe the manner and form of such documentation, but
as a minimum, this documentation must contain a statement
of assets, liabilities, capital &nd surplus or deficit; a
statement of surplus or deficit analysis; and a statement
of sources and application of funds. Also each year, the
Comptroller General would be required to provide a copy of
such documentation to the Congress along with a report con-
taining any comments, information, or reccommendations on
the operations and financial condition of grant recipients.
Subsection 20(e)(2) would require the Comptroller General
to .develop a standard accounting system for grant recipients
within 180 days of the bill's enactment to ensure the com-
patibility of the documentation required by subsection
20(e)(1). These provisions were apparently added to the
bill to aid the Congress in determining whether additional
alrports, similar to those identified in subsection 23{a)
and (b), should be defederalized--that is made ineligible
for Federal airport development grants--when the proposed
act expires on September 30, 1985.

Subsection 20(e) (1) and (2) if enatted would have a
substantial impact on grant recipients iAnd our Office.
First, it appears that a large number of airpotts would be
required to provide documentation. For example, there are
about 550 air carrier airports, excluding those to he de-
federalized, and over 130 commuter service airports, Many
of them would be eligible for granis each year under the
distribution formulas provided for in subsection 8(b) of Lhe
bill because of the number of passengers enplaned at thesec
alrports and therefore subject cach year to the documenta-
tion requirements that would be imposed by subsection
20(e)(l). The repetitive nature of this doc' _entation over
the 5-year life of the proposed act alone cou'! ! be cousidered
excessive/redundant and an unnecessary burden to grant
recipients.
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We believe that many of the grant recipients will
be able to meet the minimum documentation reguirements
set forth in subsection 20(e)(l) without much difficulty.
Most grant recipients are under the jurisdiction of a
municipal (State, county or local) govzrnment and the'e-
fore they generally prepare statements on their airport
operations compatiblz2 to the minimum documentation re-
quirements to satisfy the governing jurisdiction's needs.

Regarding the establishment of accounting standatds to
meet these minimum documentation requirements, we understand
that the American Institute of Certified Public Accountants
(AICPA) is current)y developing for alrports detailed re-
porting requirements for assets, liabilities and fund bal--
ances; operations; and changes in financial position. A
pronouncement from the AICPA is due to be issued in the near
future. Until this pronouncement is issued and the details
of the reporting requirements known, our Office would prefer
not to get involved in the develupment of standards in order
to avoid necedless duplication. Also in the past, this Office
has not developed reporting requirements (accounting stand-
ards) for general: purpose financial statements for orgari-
zations in the private sector. This responsibility has been
the province of the Financlal Accountin¢ Standards Board, the
AICPA, the Nationul Council of Governmental Accounting, or
other bodies _

Besides the minimun documentation requirements, ve
believe additional ' information will be neceded to document
that adequate fundiﬂg was not available from other sources.
This information wolld include, but would not necessarily
be limited two, the following: borrowing authority of the
grant recipient, including any limits, and the status of
its current borrowingss the reciplent's authority and ef-
forts to obtain funds from the local government responsible
for the airport; and extensive and detailed information not

avallable from the financial statements to evalilate whether
the airport was operated economically and efficiently to
maximize airport revenues and minimize costs. Certainly
these additional documentation requirements will be time
consuming and costly to grant recipients.

substantial additional staff resources wculd be
needed by our Office to carry out the requirements of sub-
section 20(e)(l) considering the number of grant recipients
that could be involved and the amount of documentation
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required. Existing resources’ could not be reallocated
without leaving important review areas uncovered, thus
impairing our ability to effectlvely serve the Congress.

In the past, when specific 1nformation needs have
existed beyond that available from general purpose finan-
cial statements, usually the Federal grantor agency and
not our Office would delineate what special purpose re-
ports or documentation was neéded from grant recipients.
In this way, we could maintain' our role as an independent
audit agency and review as needed (1) the adequacy and
accuracy of any information contalned in special reports
submitted by grant recipients or (2) audit reports pre-
pared by others on the grant recipient's operations,
Further this type of role is consistent with the size of,
and resources available to, this Office.

Although FAA could be charged with specifying what
documentation should be required above the minimums speci-
fied in subsection 20(e)(l), an FAA study to identify
additional airports for defederalization could be a more
effective and efficient means to accomplish the intent of
subsection 20(e)(1l) and (2). If such a study were under-
taken, we would of course be available to review FAA's
study efforts,

STUD1IES ON DEFEDERALIZED AIRPORTS

Section 26 of the Senate bill would require the Sec-
retary of Transportation and the Comptroller General to
conduct separate studies to determine whether airports made
ineligible for Federal assistance under subsections 23(a) or
23(b) oF the bill could through renegotiation of rates
(landing fees) with air carriers or other means make up for
the lost Federal assistance. These studies also would con-
sider the advisability of repealing section 1113 of the
Federal Aviation Act of 1958 (49 U.S.C. 1513) to permit
such airports to impose a tax, fee, or head charge,

The raquirement for separate studies by both the Sec-
retary and the Comptroller General is a duplication of
effort and does not seem to be the best use of Federal
resources., Further, concurrent studies by this O€fice and
the Secretary of Transportation would result in constant
competition in obtaining needed information and records.
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This competition would have an adverse impact on those
required to provide needed information and records and
make it difficult to complete the studies within the 9-
month time period provided by the bill. Because of the
duplication and its adverse impacte, we believe we could
better assist the Congress by monitoring the scope,
methodology, and implementation of the Secretary'# study.
As you are aware, we are always willing to work closely
with the Congress by responding to specific requests.

The studics provided in-section 26 are. ihtended to
provide a basis for seeking legislative relief should the
studies show that any defederalized airport was having
difficulty making up the lost Federal assistance., We
lbelieve an alternative approach exists to address this
potentlal problem. For example, the Sec¢retary of 1Trans-
portation could be provided with standby authority to
eikher grant defederalized airports authority to impose
a tax, fece, or head charge or reinstate an airport's -
eliuibilit for Federal assistance shouldthe Secretary
find: that''a defederalized airport was unable to replace
the rfederal funds., .This approach would not only eXiminate
the need for the’ studies proposed in the Sepate bill, as
each wirport would be considered on a case by case basis,
but it would also eliminate the need for the, Congress to
enact Jegislation later to provide needed relief, It also
would be more consistent with our past recommendation that
Congresu establish priorities and use them to distribute
Federal ‘airport development grants to implement the Nation-
al Airpol't System Plan, considering among other things the
financial resources of airports. (See our report "Develop-

ing a Hati;onal Airport System: Additional Congressional
Guidance Needed," CED-79-17, Apr. 17, 197979.)

—— AR el e

We are .confident you will find our concerns over
the above requirementr to be reasonable and trust that
you will suprort us in any actions you or the Subcom-
mittee may taka,

We are sending coples of this letter to the Chairman.
and the Rankiny Minority Member of the Senate Committee on

e ————— — -
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Commerce, Science and Transportation; the Secretary of
Transportation; and the Administrator, Federal Aviation

Administration.
Sincerely yours,
/ ;wéf

Comeroller General
of the United States

Jl!‘y
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COMPTROLLER GENERAL OF THE UNITED STATES
VIASHINGTON, D.C. 23343

B-197798 March 5, 1980
CED 0-156
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1
The Honorable Harold T. Johnson b2y

Chairman, Committee on Public Works
and Transportation
House of Representatives

.
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Dear Mr. Chairman:

This Js to advise you of our concerns over certain
reqgiirements provided for in the proposed Airport and Air-
way System Development Act (Senate bill 1648) and to request
your support in any actions you or the Committee may take
to amend the Airport and Airway Development Act of 1970.

INDEPENDENT AULDIT OF GRANTS

Subsection 20(c) of the Senate bill would continue
the requirements now provided for in subsection 26(c) of
the aAirport and Alrway Development Act of 1970 (49 U.S.C.
1726(c)) which requires (1) grant recipients to file with
the Comptroller General copies of any independent audit
reports relating to the use of grant proceeds, and (2)
the Comptroller General to report to Congress on the con-
tents of these audit reports.

Cur experience to date with subsection 26(c) of the
Airport and Airway Development Act leads us to belleve
that this subsection should be repealed and therefore we
arc opposed to subsection 20(c) of the Senate bill, te
have yelt to receive any independent audit reports on the.
use of grant proceeds. However, this is not surprising

. as we are not aware of any specific requirements that

require grant recipients to obtain audits of the nature
referred to in subsection 26(c¢) of the act. 1In addition,
the Federal Aviation Administration (FAA) has advised us
that neither its records nor its audit efforts have dis-
closed that grant recipients have arranged for independent
audits of grant proceeds. Grant recipients really have no
need for independent audits of this nature as FAA or its
designated contractors audit the disposition of grant
proceeds,

"‘fl"l‘. i,‘.‘ 1‘ l
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REPORTING ON THE AVAILABILITY' OF
FUNDS _FROM NON-FLDERAL SOURCES ;

Subsection 20(e) (1) of the Snnate bill would require
grant recipients at commercial service airports located in
alr traffic hubs to document to the Comptroller General
that adequate funding for airport development projects was
not available from sources other than Federal assistance,
This stbsection would empower the Comptroller General to
prescribe the manner and form of BUCh documentation, but
as a minimum, -this documentatidn must contain a statement
of assets, liabilities, capital and surplus or deficit; a
statement of surplus or deficit andlysis; and a statement
of sources and application of funds, Also each year, the
Comptroller General would be, required to provide a copy of
such documentation to the Congresq,along with a report con-
tuining any comments, information, !or recommendations on
the operations and financial c¢ondition of grant recipients.
subsection 20(e)(2) would require the Comptroller Genlral
to develop a standard accounting system for grant recipients
within 180 days of the bill's enactment to ensure the com-
patibility of the documentation required by subsection
20(e)(1). These provisions were apparently added to; the
bill to aid the Congress in determining whether additional
airports, similar to those identified in subsection’ 23(a)
and (b), should be defederalized--that is made ineligible
for Federal airport development grants——when the proposed
act expires on September 30, 1985. |

Subsection 20(e) (1) and (2) 1f enacted would have a
substantial impact on grant recipiénts and our Office,
First, it appears that a large numher of airports would be
required jto provide documentation.| For example, there are
about 550 air carrier airports, exaluding those to be de-
federalized, and over 130 commuter iservice alrports. Many
of them would be eligible for grants each ycar under the
distribution formulas provided for 'in' subsection 8(b) of the
bill because of the number of passangers enplaned at thes
airports-and therefore subject eaclh year to the GOCUmonta—
tion requirements that would be imposed by subsection
20(e)(1). The repectitive nature of this documentation over
the 5-year life of the proposed act alone could be considered
excessive/redundant and an unnecesdary burden to grant
recipients,
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We believe that many of the grant recipients will
be able to:meet the minimum documentation requirements
set forth in subsection 20(e)(l) without much- difficulty.
Most grant recipients are under the jurisdiction of a
municipal (State, county or local) government and there-
fore they generally prepare statements' on thelr airport
operations compaLiblc to the minimum documentation re-
quirements to satisfy the governing jurisdiction's needs.

Regarding: the establishment of accounting standards to
meet these minimum documentation requirements,. we understand
that the american Institute of Certified Public Accountants
(AICPA) is currently developing for airports detailed re-
porting requirements for assets, liabilities and fund bal-
ances; operatlons; and changes in financial position. A
pronouncement from the AICPA is due to be issued in the near
future, Until this pronouncement is issued and, the details
of the reporting requirements known, our Office would prefer
not to yet involved in the development of standards in order
to avoid needless duplication., Also in the past, this Office
has not developed reporting requitements (accounting stand-
ards) for aeneral purpose financial statements for organi-
zations in the private seqtor. This responsibility has been
the province of the Financial Accounting Standards Board, the
AICPA, the National Council of Governmental Accounting, or
other bodies,

Besides the minimum documentation requirements, we
believe additional information will be needed to'document
that' adequate funding was not available from other sources,
This information would include, but would not necessavil;
be limited to, the following: borrowing authority of thﬁ
grant recipient, including any limits, and the status of
its current borrowings; the recipient's authority and ecf-
forts to obtain funds from the local government responsible
for the airport; and extensive and detailed inforration not
available from the financial statements to evaluate whether
the airport was operated economically and efficieptly to
maximize airport revenues and minimize costs., Certainly
these additional documentation requirements will be time
consuming and costly to grant recipients.

Substantial additional staff resourcus would be
needed by our Office to carry out the requirements of sub-
section 20(e) (1) considering the number of grant recipients
that could be involved and the amount of documentation

3
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required. . Existing resources could not bo reallocated
without leaving important review areas uncovered, thus
impairing our ability to effectively serve the Congress.

In the past, when specific information needs have
existed beyond that available from general purpose Finan-
cial -statements, usually the Federal grantor agency and
not our Office would delineate what special purposc re-
ports or documentation was needed from grant recipients,
In this way, we could maintain our role as an independent
audit agency and review as needed (1) the adequacy and
accuracy of any informativn contained in special reports
submitted by grant recipients or (2) audit reports pre-
pared by others on the grant recipient's operations,
Further this type of role is consistent with the size of,
and resources available to, this Office.

. Although PFAA could be charged with specifying what
documentation should be required above the minimums speci-
fied in subsection 20{e)(1), an FAA study to identify
additional airports for defederalization could be a more
effective and efficient means to accomplish the intent of
subsection 20{e)(1l) and (2). 1If such a study were under-
taken, we would of course be available to review FAA'S
study efforts,

STUDIES ON DEFEDERALIZED AIRPORTS

Section 26 of ‘he Senate bill would require the 8¢~
retary of Transportation and the Comptroller General to
conduct separate studies to determine whether alrports made
ineligible for Federal assistance under subsections 23(a) or
23(b) of the bill could through renegotiation of rates

landing fees) with alr carriers or other means make up for
the lost Federal assistance. These studies also would con-
sider the advisability of repealing section 1113 of the
Federal Aviation Act of 19%8 (49 U.S.C. 1513) to permit
sucn alrports to impose a tax, fee, or head charge.

The requirement for separate studies by both the Sec-
retary and the Comptroller General is a duplilcation of
effort and does not seem to be the best usc of Federal
resources., Further, concurrent studies by this Office and
the Secretary of Transportation would result in constant
competition in obtaining nceded information and records.
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This competition would have an adverse impact on those
required to provide needed information and records and
make it difficult to complete the studies within the 9-
month time period provided by thé bill. Because of the
duplication and its adverse impacte, we believe we could
better assist the Congress by monitoring the scope,
methodology, and implementation of the Secretary's study.
As you are aware, we are always willing to work closely
with the Congress by responding to specific requests,

The studies provided in section 26 are intended to
provide a basis for seeking legislative relief should the
studies show that any defederalized alrport was having
difficulty making up the lost Federal assistance., Ve
believe an alternative approach exists to address this
potential problem. For ex:.mple, the Secretary of Ttans-
portation could be provided with standby authority to
either grant defederalized alrports authority to impose
a tax, fee, or head charge or reinstate an airport's
eligibility For Federal assistance should the Secretary
find that a defederalized airport was unable to replace
the Federal funds. This approach would not only eliminate
the need for the studies proposed in the Senate bill, as
each airport would be considered on a case by case basis,
but it would also eliminate the need for the Congress to '
enact legislation-later to provide needed relief. ' It also
would be more consistent with our past recommendation that
congress establish priorities and use them to distribute

Federal airport development grants to implement the Hation-

al Airport System Plan, .considering among other things the

financial resources of airports. (See our report "Develop-

ing a National Airport System: Additional Congressional.
Guidance Neecded," CED-79-17, Apr. 17, 1979.)

o — Aty - Ay

We are confident you will £ind our concerns over
the above requirements to be reasonable and trust that
you will support us in any actions you or the Committee
may take.

We are sending similar letters to the Chailrman of the
Subcommittee on Aviation and to the ranking minority mem-
bers of the full committee and the Aviation Subcommittee,
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Also we are sending copies of this lettér to the Chairman
and the Ranking Minority Member of the Senate Committece on
Commerce, Science and Transportation; the Secretary of
Transportation; and the Administrator, Federal Aviation

Administration.

Sinciﬁsly yours,

Tove ) Maid

Comptroller General
of the United States
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